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DEPARTMENT  OF  AGRICULTURE 
Food  and  Nutrition  Service 
7  CFR  Parts  271, 272,  and  273 
[Arndt  146] 

Food  Stamp  Program;  Procedurstfor 
Reduction  or  Canceilation  of 
Allotments  to  Eligible  Households 

agency:  Food  and  Nutrition  Service. 
USDA. 

action:  Emergency  rulemaking. 

summary:  This  emergency  rulemaking 
sets  forth  the  procedures  that  are  to  be 
followed  if  the  Secretary  of  Agriculture 
determines  that  it  is  necessary  to  reduce 
or  cancel  the  food  stamp  allotments 
distributed  to  households  eligible  to 
receive  food  stamps.  Such  a  reduction  or 
cancellation  would  be  necessary  if  it  is 
determined  that  the  value  of  full 
monthly  food  stamp  allotments 
distributed  to  all  eligible  households  will 
exceed  the  amount  of  funds 
appropriated  by  Congress.  This 
rulemaking  implements  the  provisions  of 
Section  18(b)  of  the  Food  Stamp  Act  of 
1977,  Title  XIII.  P.L.  95-113,  91  Stat  979, 
September  29, 1977,  7  U.S.C.  2525.  Since 
there  is  a  possibility  that  a  reduction  or 
cancellation  of  allotments  may  be 
necessary  during  this  fiscal  year,  the 
Acting  Administrator  of  the  Food  and 
Nutrition  Service,  Robert  Greenstein, 
has  determined  that  an  emergency 
rulemaking  is  necessary  to  establish 
these  procedures  as  expeditiously  as 
possible.  Comments  are  invited, 
however,  for  use  in  developing  a  final 
rule. 

DATES:  Effective  date:  Effective  upon 
publication.  Comments  must  be  received 
on  or  before  August  13, 1979,  to  be 
assured  of  consideration. 

ADDRESSES:  Comments  should  be 
submitted  to:  Alberta  Frost,  Acting 
Deputy  Administrator  for  Family 
Nutrition  Programs,  Food  and  Nutrition 
Service,  United  States  Department  of 
Agriculture,  Washington,  D.C.  20250.  A 
final  rulemaking  wall  be  issued  after 
considering  the  comments.  All  written 
comments,  suggestions  or  objections 
will  be  open  to  public  inspection  at  the 
offfice  of  the  Food  and  Nutrition 
Service,  USDA  during  regular  business 
hours  (8:30  a.m.  to  5:00  p.m.,  Monday 
through  Friday)  at  500  12th  Street,  S.W„ 
Washington,  D.C.,  Room  65Q.  An  Impact 
Analysis  has  been  prepared,  and  is 
available  fitim  Actbig  Deputy 
Administrator  Frost.  A  copy  will  also  be 
open  for  public  inspection  at  the  office 
shown  above. 


FOR  FURTHER  INFORMATION  CONTACT: 

Sue  McAndrew,  Chief,  Program 
Standards  Branch,  Program 
Development  Division,  Family  Nutrition 
Programs,  Food  and  Nutrition  Service, 
Washington,  D.C.  20250,  (202)  447-6535. 

SUPPLEMENTARY  INFORMATION: 

InfonnatioD 

Section  18(b)  of  the  Food  Stamp  Act  of 
1977  directs  the  Secretary  to  reduce 
monthly  food  stamp  allotments  if 
program  requirements  are  in  excess  of 
the  amount  appropriated.  In  part. 

Section  18(b)  states:  “If  in  any  fiscal 
year  the  Secretary  finds  that  the 
requirements  of  participating  States  will 
exceed  the  limitation  set  herein,  the 
Secretary  shall  direct  State  agencies  to 
reduce  the  value  of  such  allotments  to 
be  issued  to  households  certified  as 
eligible  to  participate  in  the  food  stamp 
program  to  the  extent  necessary  to 
comply  with  the  provisions  of  this 
subsection.’*  This  rulemaking 
establishes  the  procedures  Aat  will  be 
used  in  carrying  out  this  provision  of  the 
Act  Since  there  is  a  possibility  that  the 
procedures  wall  have  to  be  used  during 
this  fiscal  year,  they  are  being  issued  as 
an  emergency  rulemaking,  effective 
immediately.  The  rules  are  subject  to 
public  comment  however,  and  will  be 
reissued  in  final  form  following  the  end 
of  the  comment  period. 

The  Department's  General  Coimsel 
and  the  Comptroller  General  of  the 
United  States  have  ruled  that  only  a  pro 
rata  benefit  reduction  is  legally 
permissible  under  Section  18(b)  of  the 
Act  The  procedures  in  this  rulemaking 
provide  for  such  a  pro  rota  benefit 
reduction. 

Nature  of  reduction  action.  If  the 
Secretary  determines  that  a  reduction  in 
food  stamp  allotments  is  necessary,  a 
decision  must  be  made  as  to  how  this 
reduction  is  to  be  affected.  Based  on  the 
best  information  available  on  levels  of 
participation  and  amounts  of  benefits. 
FNS  wdll  monitor  the  expenditure  of 
funds  to  determine  if  a  budgetary 
shortfall  is  likely  to  occur,  ff  it  appears 
that  the  available  appropriated  funds 
will  not  be  sufficient  to  provide  all 
households  wdth  full  monthly  allotments 
for  the  remainder  of  the  fiscal  year,  the  * 
Secretary  will  determine  the  best 
manner  in  which  to  make  up  the 
shortfall.  The  choices  available  are  to 
reduce  allotments  for  onp  or  more 
months,  cancel  allotments  for  one  or 
more  months  or  use  a  combination  of 
reduced  and  cancelled  allotments.  The 
manner  in  which  the  Secretary  decides 
to  make  up  the  shortfall  wall  depend  on 
the  extent  of  the  shortfall  and  the 


number  of  months  available  to  make  up 
the  shortfall. 

As  noted  earlier,  any  reduction  or 
cancellation  of  allotments  deemed 
necessary  by  the  Secretary  shall  have 
an  equal  effect  on  all  households. 
Reductions  wall  be  accomplished  by 
providing  households  with  a  certain 
percentage  of  their  normal  full  monthly 
allotments.  Thus,  if  the  Secretary 
determines  that  a  25  percent  reduction 
in  allotments  wall  produce  an  adequate 
savings  of  money  so  that  appropriations 
will  not  be  exceeded,  all  households 
will  have  their  allotments  reduced  by  25 
percent  If  it  is  determined  that  a 
cancellation  of  allotments  is  necessary, 
all  allotments  to  all  households  for  a 
given  month  will  be  cancelled. 

Enactment  of  allotment  reductions. 
Since  State  agencies  are  responsible  for 
issuing  food  stamps  to  eligible 
households,  they  will  be  responsible  for 
implementing  reductions  and 
cancellations  of  allotments.  This 
rulemaking  establishes  the  procedures 
that  States  are  to  follow  in  carrying  out 
such  directives. 

All  project  areas  wdth  computerized 
issuance  systems  will  be  required  to  add 
an  element  to  their  computer  programs 
to  allow  for  percentage  reductions  in 
allotments  to  be  made  if  the  Secretary 
so  directs.  This  element  would  be  a  new, 
final  computation  to  reduce  benefits  by 
a  specified  percentage.  The  computation 
would  be  structured  in  one  of  two  ways. 
States  could  choose  to  add  a  two  step 
computation  which  would  first  multiply 
the  full  allotment  by  the  percentage 
reduction  factor  and  then  subtract  the 
result  fit>m  the  full  allotment  to  arrive  at 
the  reduced  allotment.  Thus,  if  a  25 
percent  reduction  was  ordered,  the  full 
allotment  would  be  multiplied  by  25 
percent  and  the  result  subtracted  from 
the  full  allotment.  Alternatively,  State 
agencies  could  subtract  the  percentage 
reduction  factor  fitim  1.00  and  multiply 
the  full  allotment  by  this  result.  For 
example,  if  a  25  percent  reduction  was 
ordered.  States  would  multiply  the  full 
allotment  by  0.75  to  arrive  at  Ae 
reduced  allotment.  State  agencies  may 
use  either  of  these  two  computations  to 
reduce  allotments.  To  ensure  that  this 
adaptation  is  made  now,  however,  the 
implementation  segment  of  these  rules 
suggests  that  State  agencies  include  this 
field  in  their  computers  when  they 
update  their  data  bases  to  reflect  the 
Judy  1979  cost-of-food  increases. 

Any  project  area  with  a  computerized 
issuance  system  that  cannot  be  changed 
in  the  manner  described  above  must  be 
changed  in  some  way  to  allow  for  the 
issuance  of  reduced  allotments.  The 
method  adopted  in  these  areas  must 
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ensure  that  reduced  allotments  can  be 
issued  within  IS  days  of  a  notice  from 
FNS  to  reduce^Uotments.  Furthermore, 
the  change  in  the  computer  system  must 
be  accomplished  in  time  to  reduce 
allotments  for  August  1979  if  it  is 
necessary  to  do  so.  ' 

In  project  areas  with  manual  issuance 
systems,  preparation  for  a  reduction  in 
allotments  in  these  areas  includes  the 
printing  and  distribution  of  new 
allotment  tables  or  conversion  tables  to 
be  used  with  current  allotment  tables. 
The  Department  will  prepare  and 
distribute  them  for  State  agencies  to  use. 
It  is  the  responsibility  of  the  State 
agencies,  however,  to  ensure  that 
sufficient  copies  are  obtained  and 
distributed  in  time  to  effect  reductions  in 
allotments. 

A  reduction  in  allotments  in  an  area 
with  an  HIR  card  system  can  be 
accomplished  in  one  of  two  ways.  State 
agency  personnel  can  either  adjust  all  of 
the  Household  Issuance  Records  prior  to 
the  affected  mondi's  issuance  or  they 
can  adjust  the  records  as  each 
household  appears  at  the  issuance  office 
to  pick  up  its  monddy  allotment.  The 
choice  of  which  method  to  use  is  up  to 
the  State  agency. 

It  should  be  emphasized  that  if  a 
reduction  or  canc^ation  of  allotments 
is  directed,  the  action  is  to  affect  all 
allotments  for  the  month  the 
cancellation  or  reduction  is  ordered. 
Thus,  if  August  allotments  are  to  be 
reduced  by  SO  percent  all  allotments 
issued  to  eligible  households  for  August 
are  to  be  recced  by  50  percent.  In 
States  with  fiscal  monffis,  this  reduction 
shall  be  applied  to  all  normal  allotments 
for  August  even  if  die  allotment  is  not 
receiv^  until  September.  At  the  same 
time,  allotments  issued  in  the  reduced 
month,  but  which  actually  represent  the 
household's  benefits  for  die  previous 
month,  shall  not  be  reduced  if  no  benefit 
reduction  had  been  ordered  for  the 
previous  mondt  Lflcewise,  any 
retroactive  or  restored  benefits  for  a 
period  other  than  die  reduced  month 
should  not  be  affected  by  the  ordered 
reduction. 

Along  %«rith  putting  a  reduction  or 
cancellation  into  effect.  State  agencies 
must  notify  households  of  the  action. 

The  rulemaking  points  out  diat  the 
reduction  or  cancellation  of  allotments 
is  to  be  considered  a  mass  change  and 
that  the  normal  requirements  for 
notifying  households  of  mass  Changes' 
are  to  be  appUed,  with  die  one  exception 
discussed  below.  Those  requirements 
direct  States  to  notify  households 
throuj^  the  news  media,  through  posters 
in  certification  and  issuance  offices  or 
through  general  explanatory  notices 


mailed  to  participating  households. 

Those  requirements  also  give  States  the 
option  of  mculing  individual  notices  of ' 
adverse  action  to  households  affected 
by  the  change.  In  view  of  the 
requirements  of  the  law  and  the  time 
element  involved,  this  rulemaking 
prohibits  States  from  using  notices  of  . 
adverse  action.  Households  may  not 
under  any  circumstances,  be  entitled  to 
continued  benefits  at  their  former  level.  ‘ 

Included  in  this  rulemaking  is  a 
provision  that  denies  households  an 
entitlement  to  the  restoration  of  benefits 
lost  as  a  result  of  a  reduction  or 
cancellation  of  allotments.  Thus,  if  a 
reduction  or  cancellation  of  allotments 
results  in  a  sarplos  of  appropriated 
funds,  the  Department  would  not  have 
to  return  these  funds  to  the  households 
affected  by  the  reduction  or 
cancellation.  However,  while 
households  do  not  have  an  entitlement 
to  the  restoration  of  benefits  and  the 
Department  wrould  not  be  required  to 
issue  retroactive  benefits  the 
Department  pledges  to  restore  benefits 
to  housdiolds  affected  by  an  allotment 
reduction  or  cancellation  if  die 
Secretary  determines  such  a  restoration 
is  practicatde. 

In  the  event  of  a  reduction  or 
cancellation  in  benefits,  the  Department 
will  endeavor  to  provide  State  agencies 
witii  as  much  lead-time  as  possible. 
Once  the  percentage  reduction  factcH* 
field  is  entered  into  computers.  State 
agencies  with  computerized  issuance 
will  not  require  a  great  deal  of  lead-time 
to  change  ^  reduction  factor  on  the 
computer.  State  agencies  with  manual 
systems  will  require  more  lead-time.  The 
Department  will  make  every  effort  to 
provide  a  minimum  of  one  month  lead- 
time  for  reductions  in  benefits  and  one- 
half  montii  lead-time  for  cancellation. 
The  Department  anticipates  that  in  the 
event  a  reduction  or  cancellation  does 
occur,  a  longer  lead-time  tiian  these 
minimums  would  be  provided. 

Effects  (^reductions  and 
cancelations  on  ongoii^  Program 
operations.  The  reduction  or 
cancellation  of  allotments  is  not 
intended  to  affhct  any  aspect  of  Program 
operations  otiier  than  the  amount  of 
benefits  distributed  to  households.  As 
noted  in  tills  rulemaking,  applications 
are  to  be  accepted  and  processed  the 
same  way  during  a  month  in  which 
allotments  are  reduced  or  cancelled  as 
they  are  in  a  normal  month.  Eligibility 
determinations  are  to  be  made 
according  to  the  criteria  in  Part  273  and 
certificatitm  periods  are  to  be  assigned 
on  a  normal  basis.  Recertifications'are 
also  to  be  processed  and  not  delayed. 


As  noted  above,  households  affected 
by  reductions  and  cancellations  would 
not  have  an  entitlement  to  a 
continuation  of  benefits  if  tiiey  object  to 
the  reduction  or  cancellation  action. 
Households  may  request  fair  hearings 
and  State  agencies  are  required  to  honor 
and  process  tiie  requests.  However,  fair 
hearings  will  not  result  in  a  reversal  of 
the  reduction  or  cancellation  of  a 
household’s  allotment  They  will  result 
in  a  correction  to  an  incorrectly 
calculated  allotment  timu^,  and  to 
restored  benefits  if  the  reduction  was 
too  large  because  it  was  incorrectly 
computed. 

Penalties 

This  rulemaking  explains  the 
penalties  that  may  be  invoked  if  State 
agencies  fail  to  comply  with  a  directive 
issued  by  FNS  to  reduce  or  cancel 
allotments.  The  penalties  were 
developed  with  the  realization  that,  in 
order  to  assure  tiiat  the  mandate  of 
Congress  is  met,  swift  action  would  be 
necessary  to  induce  to  noncomplying 
State  agencies  to  take  immediate 
corrective  action.  Failing  that  the 
penalties  include  a  provision  for  the 
recovery  of  funds  fim  State  agencies 
that  do  not  comply. 

The  first  two  penalty  provisions 
describe  what  may  occur  if  tiw 
Department  discovers  that  a  State 
agency  does  not  intend  to  comply  with 
an  order  to  reduce  or  cancel  allotments. 
FNS  may  issue  a  warning  to  such  a  State 
agency  ihat  will  advise  Ae  State  agency 
that  if  the  ordered  reduction  or 
cancellation  of  allotments  does  not 
occur,  FNS  will  cancri  100  percent  of  the 
Federal  share  of  the  State  agency’s 
administrative  costs  for  the  affected 
month.  The  warning  period  will  be  short 
and  action  to  cancel  the  funding  will 
come  quickly  following  confirmation  of 
the  State’s  noncompliance.  At  tiie  same 
time  that  this  activity  is  taking  place, 
FNS  may,  throu^  the  Attorney  General, 
seekn  court  injvnction  against  tiie  State 
in  question  in  an  effort  to  compel  the 
State  to  comply  witii  the  ordered 
allotment  reduction  or  cancellation. 

The  last  penalty  provision  involves 
the  recovery  of  fimds  that  are  lost  due  to 
a  State’s  faUure  to  comply  with  an  order 
to  reduce  or  cancel  allotments.  As  tiie 
rulemaking  indicates.  State  agencies  will 
be  held  Haole  for  100  percent  of  any 
overissuances  tiiat  occur  due  to  a  State’s 
failure  to  implement  a  reduction  or 
cancellation  order.  It  is  obvious  that  if 
such  an  order  is  issued  and  a  State 
ignores  it.  tiie  effect  of  the  order  will  be 
compromised,  and  both  tiie  food  Stamp 
Act  and  the  Anti-Defidency  Act,  31 
U.S.C.  005,  as  amei^d.  could  be  in 
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danger  of  violation.  Since  the  reason  for 
the  order  is  to  stay  within  the  limits  set 
by  the  amount  of  funds  appropriated  by 
Congress  and  since  the  State  agency's 
action  will  serve  to  force  spending 
outside  these  limits,  the  Department 
determined  that  the  noncomplying  State 
agency  should  be  liable  for  makii^  up 
the  overissuances  it  caused. 

If  a  State  agency  fails  to  comply  with 
an  order  to  reduce  or  cancel  benefits. 

FNS  vdll  bill  the  State  agency  for  any 
resultant  overissuances.  The  billing  will 
prescribe  a  period  of  time  in  which  FNS 
expects  to  receive  payment  of  the  bills. 

If  payment  is  not  made  within  that  time 
period,  steps  will  be  taken  to  recover  the 
billed  amount  through  offsets  to  the 
Federal  share  of  the  State's 
administrative  costs. 

The  penalty  provisions  in  the 
rulemaking  are  strict  However,  since 
orders  to  reduce  or  cancel  allotments 
will  only  be  issued  if  they  are  absolutely 
necessary,  full  compliance  by  all  States 
is  imperative. 

Amendments 

In  order  to  ensure  that  there  are  no 
misunderstandings.  Section  273.10(e)  is 
being  amended  widi  the  issuance  of  this 
rulemaking'.  This  section  explains  how 
net  income  and  benefit  levels  are  to  be 
calculated.  The  amendment  in  this 
rulemaking  clarifies  that  the  procedures 
for  calculating  benefit  levels  in 
paragraph  (2)  of  that  section  apply  only 
when  a  reduction  or  cancellation  of 
allotments  is  not  in  effect  Further,  the 
amendment  suspends  the  requirement 
that  all  one  and  two  person  households 
be  given  a  monthly  $10  minimum 
allotment  during  months  when 
allotments  have  been  reduced  or 
cancelled. 

Implementation 

Along  with  the  rules  establishing  a 
procedure  for  reducing  or  cancelling 
allotments  are  requirements  for  the 
implementation  of  the  procedure.  The 
Department  believes  that  there  is  a 
possibility  that  a  reduction  or 
cancellation  of  allotments  may  be 
necessary  within  the  next  few  months. 
Therefore,  expeditious  implementation 
of  the  procedures  is  needed.  To  ensure 
that  the  procedures  are  put  in  place  as 
swiftly  as  possible  with  as  little 
disruption  as  possible  in  State  agency 
operations,  the  adaptations  to  computer 
programs  to  add  the  new  benefit 
computation  can  be  made  at  the  same 
time  the  issuance  program  is  updated  to 
reflect  the  July  1979  cost-of-food 
increases.  In  addition,  all  State  agencies 
are  required  to  establish  internal 
procedures  they  need  to  have  in  palce  so 


that  they  will  be  able  to  reduce 
allotments  promptly  if  this  proves 
necessary. 

Parts  271, 272  and  273  are  amended  to 
include  the  following  provisions: 

PART  271-QENERAL  INFORMATION 
AND  DEFINITIONS 

New  §  271.7  is  added  to  read  as 
follows: 

8  271.7  AMotnwnt  reduction  procedures. 

(a)  General  purpose.  This  section  sets 
forth  the  procedures  to  be  followed  if 
the  monthly  food  stamp  allotments 
determined  in  accordance  with  the 
provisions  of  8  273.10  are  to  be  reduced 
or  cancelled.  A  reduction  in  allotment 
levels  would  be  necess^  if  it  is 
determined  by  the  Secretary  that  the 
amount  of  fo<^  stamp  benefits  that  are 
to  be  distributed  to  households  during  a 
fiscal  year,  or  remaining  months  of  a 
fiscal  year,  will  exceed  the  amount  of 
funds  appropriated.  The  best  available 
data  pertaining  to  the  number  of  people 
partidpafing  in  the  program  and  the 
amount  of  benefits  being  issued  shall  be 
used  in  making  this  determination. 

(b)  Nature  of  reduction  action.  If  the 
Sectary  determines  that  the  funds 
appropriated  urill  not  allow  full  monthly 
food  stamp  allotments  for  the  remainder 
of  a  fiscal  year,  a  decision  shall  be  made 
as  to  the  type  of  action  needed  to  ensure 
that  the  appropriated  funding  level  is 
not  exceeded.  Such  action  may  be  either 
a  reduction  in  the  allotment  level  for  one 
or  more  months,  a  cancellation  of 
allotments  for  one  or  more  months  or  a 
combination  of  these  two  actions.  All 
households  shall  be  affected  equally  by 
a  decision  to  either  reduce  or  cancel 
food  stamp  allotments.  If  a  reduction  in 
allotments  is  deemed  necessary,  all  , 
households  shall  have  their  allotments 
reduced  at  the  same  rate.  For  example, 
if  it  is  determined  that  a  25  percent 
reduction  is  necessary  for  two  months. 
ail  allotments  shall  be  reduced  by  25 
percent  for  two  months.  If  cancellation 
is  necessary,  ail  eli^ble  households 
shall  have  tfieir  allotments  cancelled. 

(c)  Implementation  allotments 
reductions.  (1)  Reductions.JS)  If  a . 
decision  is  made  to  reduce  monthly  food 
stamp  allotments,  FNS  shall  notify  State 
agencies  of  the  date  the  reduction  is  to 
take  effect  and  by  how  much  they  are  to 
be  reduced. 

(ii)  Upon  receiving  notification  that  a 
percentage  reduction  is  to  be  made  in  an 
upcoming  month's  allotments.  State 
agencies  shall  act  immediately  to 
implement  the  reduction.  Such  action 
would  differ  fit)m  State  to  State 
depending  on  the  nature  of  the  issuance 


systems  in  use.  Where  there  are 
computerized  issuance  systems,  the 
program  used  for  issuing  the  affected 
month's  ATP  cards  shaU  be  altered  to 
reflect  the  percentage  reduction  ordered 
in  the  FNS  notice.  In  States  where 
manual  issuance  is  used,  either  through 
an  HIR  card  system  or  through  manually 
prepared  ATP  cards,  new  allotment 
tables  or  conversion  tables  reflecting  the 
reduced  allotments  shall  be  prepared 
and  distributed  before  the  affected 
month’s  issuance  activity  begins.  In  an 
HIR  card  system  State  agencies  have  the 
option  of  enacting  the  reduction  in 
benefits  either  by  changing  all  HIR 
cards  before  issuance  activity  for  the 
affected  month  begins  or  by  adjusting 
allotments  at  the  point  of  issuance  as 
each  household  appears  at  the  issuance 
office.  FNS  will  assist  State  agencies  in 
the  preparation  of  issuance  tables 
needed  to  implement  a  reduction  in 
allotments. 

(2)  Cancellations.  If  a  decision  is 
made  to  cancel  the  distribution  of  food 
stamp  benefits  in  a  given  month.  FNS 
shall  notify  State  agencies  of  the  date 
the  cancellation  is  to  take  effect  Upon 
receiving  notification  that  an  upcoming 
month's  issuance  is  to  be  cancelled. 
State  agencies  shall  take  immediate 
action  to  effect  the  cancellation.  This 
action  would  involve  making  necessary 
computer  adjustments,  and  notifying 
issuance  agents  and  personnel. 

(3)  Affected  allotments.  Whenever  a 
reduction  or  cancellation  of  allotments 
is  ordered  for  a  particular  month,  all 
allotments  issued  for  the  designated 
month  are  to  be  reduced  or  cancelled. 
However,  allotments  or  portions  of 
allotments  representing  restored  or 
retroactive  benefits  for  a  prior, 
unaffected  month  would  not  be  reduced 
or  cancelled,  even  though  they  are 
issued  during  an  affected  month. 

(4)  Notification  of  eligible  households. 
Reductions  and  cancellations  of 
allotments  shall  be  considered  to  be 
Federal  adjustments  to  allotments.  As 
such.  State  agencies  shall  notify 
households  of  reductions  and 
cancellations  of  allotments  in  accord 
with  the  notice  provisions  of 

8  273.12(e)(1),  except  that  State  agencies 
shall  not  provide  notices  of  adverse 
action  to  households  affected  by 
reductions  or  cancellations  of 
allotments. 

(5)  Restoration  of  benefits. 
Households  whose  allotments  are 
reduced  or  cancelled  as  a  result  of  the 
enactment  of  these  procedures  are  not 
entitled  to  the  restoration  of  the  lost 
benefits  at  a  future  date.  However,  if 
there  is  any  surplus  of  funds  as  a  result 
of  the  reduction  or  cancellation,  and  the 


r 


.  Federal  Renter  /  Vol.  44,  No.  114  /  Tuesday,  June  12,  1979  /  Rules  and  Regulalions  33765 


Secretary  determines  that  such  a 
restoration  is  practicable,  FNS  will 
direct  State  agencies  to  provide  affected 
households  with  retroactive  beneffts. 

(6)  Records  of  reductions  and 
cancellations.  State  agencies  must  be' 
able  to  produce  a  record  of  the  amount ' 
of  benefits  each  household  receives 
during  a  month  in  which  a  percentage 
reduction  is  in  effect  along  vtdth  a  record 
of  the  amount  of  beneff  ts  eadh 
household  would  have  received  had  full 
monthly  allotments  been  distributed. 
Similarly,  in  the  event  that  allotments 
are  cancelled.  State  agencies  must  be 
able  to  produce  a  record  of  the  amount 
of  benefits  each  household  would  have 
received  had  full  monthly  allotments 
been  distributed.  These  records  will  be 
used  if  FNS  directs  the  provision  of 
retroactive  beneffts. 

(d)  Effects  of  reductions  and 
cancellations  on  the  certification  of 
eligible  households.  (1)  Determinations 
of  the  eligibility  of  applicant  households 
shall  not  be  affected  by  a  reduction  or 
cancellation  of  allotments.  State 
agencies  shall  accept  and  process 
applications  during  a  month(s)  in  which 
a  reduction  or  cancellation  is  in  effect  in 
accordance  with  the  requirements  of 
Part  273.  Determinations  of  eligibility 
shall  also  be  made  according  to  the 
provisions  of  Part  273.  If  an  applicant  is 
found  to  be  eligible  for  benefits,  the 
amount  of  benefits  shall  first  be  figured 
in  accordance  with  the  provisions  of 
§  273.10  and  then  either  converted  to 
reflect  the  percentage  reduction  in  effect 
or  not  provided  to  reflect  the 
cancellation  in  effect. 

(2)  The  reduction  or  cancell^on  of 
allotments  in  a  given  month  shall  have 
no  effect  on  the  certification  periods 
assigned  to  households.  Those 
participating  households  whose 
certification  periods  expire  during  a 
month  in  which  allotments  were  reduced 
or  cancelled  shall  be  i^certified 
according  to  the  provisions  of  S  273.14. 
Households  found  eligible  to  participate 
during  a  month  in  which  allotments 
have  been  reduced  or  cancelled  shall 
have  certification  periods  assigned  in 
accordance  with  the  provisions  of 

S  273.10. 

(3)  Any  household  that  has  its 
allotment  reduced  or  cancelled  as  a 
result  of  the  implementation  of  the 
requirements  of  this  subpart  may 
request  a  fair  hearing  if  it  disagrees  with 
the  action.  However,  since  the  reduction 
or  cancellation  would  be  necessary  to 
avoid  an  expenditure  of  funds  beyond 
those  appropriated  by  Congress',  the 
household  does  not  have  a  right  to  a 
continuation  of  benefits.  A  household 
may  receive  retroactive  benefits  in  an 
appropriate  amount  if  it  is  determined 
that  its  benefits  were  reduced  by  more 


than  the  amount  by  which  the  State 
agency  was  directed  to  reduce  benefits. 

(e)  Penalties.  Notwithstanding  any 
other  provision  of  this  subchapter,  FNS 
may  take  one  or  more  of  the  following 
actions  against  a  State  agency  that  fails 
to  comply  with  a  directive  to  reduce  or 
cancel  allotments  in  a  particular  month. 

(1)  If  FNS  ascertains  that  a  State 
agency  does  not  plan  to  comply  with  a 
directive  to  reduce  or  cancel  allotments 
for  a  particular  month,  a  warning  will  be 
issued  advising  the  State  agency  that  if 
there  is  not  compliance,  FNS  may  cancel 
100  percent  of  the  Federal  share  of  the 
State's  administrative  costs  for  the 
affected  month. 

(2)  If  FNS  ascertains  after  warning  a 
State  agency  as  provided  in  (1)  above, 
that  the  State  agency  does  not  plan  to 
comply  with  a  directive  to  reduce  or 
cancel  allotments,  a  court  injunction  will 
be  sought  to  compel  compliance. 

(3)  If  a  State  agency  fails  to  reduce  or 
cancel  allotments  as'directed  by  FNS, 
FNS  will  bill  the  State  agency  for  all 
overissuances  that  result.  If  a  State 
agency  fails  to  remit  the  billed  amount 
to  FNS  within  a  prescribed  period  of 
time  the  funds  will  be  recovered  through 
offsets  against  the  Federal  share  of  the 
State  agency's  admini.strative  costs,  or 
any  other  means  available  under  law. 
***** 

PART  272—REQUIREMENTS  FOR 
PARnCIPA'HNG  STATE  AGENCIES 

Paragraph  272.1(g)(3)  is  added  and 
reads  as  follows:  ^ 

§  272.1  General  terms  and  conditions. 
***** 

(g)  Implementation. 
***** 

(3)  Amendment.  The  procedures 
contained  in  amendment  shall  be 
implemented  by  State  agencies  as 
quickly  as  possible.  All  State  agencies 
shall  complete  implementation  in  time  to 
be  able  to  issue  reduced  food  stamp 
allotments  in  August  1979  if  such  action 
is  determined  to  be  necessary.  State 
agencies  with  computerized  issuance 
systems  shall  adjust  these  systems  so 
that  they  are  capable,  of  issuing  reduced 
coupon  allotments.  Tliese  adjustments 
may  be  made  at  the  same  time  State 
agencies  reprogram  their  computers  to 
reflect  the  July  1979  cost-of-food 
increases. 

*  *  *  ♦  * 

PART  273— CERTIHCA-nON  OF 
EUGIBLE  HOUSEHOLDS 

In  Section  273.10,  subparagraph 
(e)(2)(ii)  is  amended  and  the  words 


“Except  as  provided  in  subparagraph 
(iii)  below,”  are  added  at  the  beginning. 

In  addition,  subparagraph  (e)(2)(iii)  is 
added  to  Section  273.10  and  reads  as 
follows: 

§  273.10  Determining  household  eligibility 
and  benefit  levels. 

***** 

(e)  Calculating  net  income  and  benefit 
levels. 

***** 

(2)  Eligibility  and  benefits. 
***** 

(iii)  During  a  month  when  a  reduction 
or  cancellation  of  allotments  has  been 
ordered  pursuant  to  the  provisions  of 
S  271.7,  eligible  households  shall  first 
have  their  benefits  calculated  as 
follows: 

(A)  If  the  action  in  effect  is  a 
reduction  action,  eligible  households 
shall  have  their  allotment  levels 
calculated  according  to  the  procedures 
of  subparagraph  (ii)  above,  and  then 
reduced  by  the  percentage  reduction  in 
effect,  and  rounded  to  the  nearest  whole 
dollar. 

(B)  If  the  action  in  effect  is  a 
cancellation  action,  eligible  households 
shall  have  their  allotment  levels 
calculated  according  to  the  procedures 
of  subparagraph  (ii)  above.  However, 
the  allotments  shall  not  be  issued  for  the 
month  the  cancellation  is  in  effect. 

(C)  The  $10  minimum  allotment  level 
for  one-  and  two-person  households 
shall  be  applied  in  calculating  allotment 
levels  before  a  percentage  reduction  or 
cancellation  is  applied  to  the  month's 
issuance.  The  actual  allotments  issued 
to  one-  and  two-person  households  in  a 
month  in  which  allotments  are  reduced 
or  cancelled  may  be  less  than  $10. 
***** 

Authority:  91  Stat  958  (7  U.S.C  2011-2027). 

Note. — ^This  interim  final  rule  has  been 
designated  as  significant  and  is  being 
published  in  accordance  with  the  emergency 
procedures  of  Executive  Order  12044  and 
Secretary's  Memorandum  1955.  It  has  been 
determined  by  Assistant  Secretary  of 
Agriculture  Carol  Tucker  Foreman  that  the 
emergency  nature  of  this  interim  final  rule 
warrants  publication  without  opportunity  for 
prior  public  comment.  This  interim  final  rule 
implements  regulations  in  Parts  271, 272  and 
273.  A  Draft  Impact  Analysis  regarding  this 
regulation  is  available  from  Alberta  Frost, 
Acting  Deputy  Administrator  for  Family 
Nutrition  Programs.  Food  and  Nutrition 
Service,  United  States  Department  of 
Agriculture,  500  12th  Street,  Washington.  D.C. 
20250. 

(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10.551,  Food  Stamps.) 

Dated:  June  6, 1979. 

Carol  Tucker  Foreman, 

Assistant  Secretary  for  Food  and  Consumer 
Services. 
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